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ROSEMEAD: Shoppers are seen outside a Walmart
store in Rosemead, California. Walmart yesterday
said bad weather and cuts in food stamp support for
the poor weighed on US sales and would hit earn-
ings for its November-January fourth quarter. —AFP

In Zimbabwe, fears of 

a new financial crisis
‘Severe, persistent liquidity crunch’ hits startups

HARARE: After years of relative calm, beleaguered
Zimbabweans are bracing for a renewed economic and
financial crisis that could see their country become a silent
victim of the emerging markets selloff. Despite President
Robert Mugabe’s lofty pre-election promises, six months
into his new tenure, alarm bells are ringing in every corner
of this $11 billion economy.

Dollarisation means inflation is under control-to the
relief of all who suffered years of hyperinflation-but jobless-
ness remains endemic and the Zimbabwean Reserve Bank
has warned that economic growth is slowing. Businesses
operate with patchy energy, transport and communications
infrastructure, but they are lucky to operate at all. A “severe
and persistent liquidity crunch”-in the words of the central
bank-means many cannot access credit needed to start up,
expand or keep going.

Companies are laying off around 300 people every week,
according to the main trade union federation. “We need
money to keep the business going but it is expensive to
borrow from the banks. The interest rates are just outra-
geous,” said Ashwin Sirewu, who runs a family transport
business. “We are going to spend another year concentrat-
ing on trying to avoid sinking instead of thinking about
expanding our business.”Economists estimate the country
is only running at a third of its current capacity.

Countrywide these troubles translates into a current
account deficit expected to hit 22 percent of GDP this year,
meaning more than a fifth of all wealth produced this year
with leave the country. Most of that deficit is caused by
Zimbabwe’s reliance on imports from neighbouring South
Africa and Botswana for even the most basic goods such as
bath soap.

The government has long blamed such trade woes on
international sanctions, but what sanctions remain today
mainly target members of Mugabe’s inner circle. Investors
report being rather more concerned by indigenisation laws,
which require that black Zimbabweans own controlling
stakes in companies.

Business groups are calling for reform. “There is no fresh
capital coming into the country,” Zimbabwe National
Chamber of Commerce president Davison Norupiri told

AFP. “The government should start working on investment
policies because we are lacking investor confidence to
attract long-term investment.” “We need significant invest-
ment and more exports to address the liquidity challenges.”

Trouble and strife
Zimbabwe’s need for foreign capital could barely come

at a worse time, as investors pull cash away from emerging
markets. While flows out of South Africa, Turkey, Ukraine
and Argentina have garnered the most attention,
Zimbabwe risks becoming a silent victim. “We are already in
a crisis and heading towards what might be a deepening
crisis,” said Harare-based independent economist John
Robertson.

“We are going to find this leading to an embarrassing sit-
uation where it’s going to be difficult for government and
companies to pay wages and salaries.” The banking sector is
likely to be at the epicentre of any shock. Already long
queues are becoming a regular feature at branches of those
banks known to be struggling, despite government protes-
tations. An estimated $2 billion circulates outside the bank-
ing system. “The banking sector is not sick. We have 21
banks and of those, three had challenges of liquidity,”
finance minister Patrick Chinamasa recently said, reassuring
few.

Zimbabwe’s central bank had asked banks to have at
least $100 million in deposits by June this year, but has
pushed back that deadline until 31 December 2020. The
central bank itself is struggling to recapitalise a lender of
last resort facility of between $150 - $200 million, but has
vowed to do so by March this year. There are doubts about
where a larger safety net would come from.

Access to IMF funds has been stymied by failure to pay
past debts and policies at odds with the fund’s usual terms.
With a $6.1 billion external debt, the bond market is not a
viable option. Hopes to boost national coffers with revenue
from the diamond mines in the country’s eastern Marange
district appear to be fading as little cash makes its way to
the government. Diamond miners claim the mineral
deposits are running out. For Zimbabwe, time may be run-
ning out to avoid another crisis. —AFP

Top Obama aide 

predicts US debt 

ceiling increase
WASHINGTON: A top White House official voiced confidence
on Thursday that Republicans would agree in the next few
weeks to lift the country’s borrowing limit without using the
confrontational tactics that rattled financial markets in past
years. White House Budget Director Sylvia Mathews Burwell
said she believes there is less appetite on Capitol Hill for the
messy fiscal standoffs that have taken place in recent years,
such as the 2011 struggle over the debt limit and last October’s
budget fight that led to a 16-day shutdown of the government.

In an interview with Reuters, Burwell pointed to the passage
earlier this month of a $1.1 trillion bill to keep the government
funded for the next nine months. The vote to approve the
budget bill followed an agreement reached in December
between Republican Representative Paul Ryan and Democratic
Senator Patty Murray that included some deficit reduction
along with a modest easing of automatic budget cuts known as
the “sequester.”

She said such deals suggested an interest in staying “away
from a path of crisis” and said that bodes well for passage of a
debt limit increase. “How is it going to happen? I think it is
going to happen,” Burwell said. She noted that the US Congress
- with a Republican-led House of Representatives and a
Democratic-led Senate - twice passed increases in the debt ceil-
ing last year.

“We’ve gotten there twice before, and I think we will get
there,” she said. Under a deal that ended the government shut-
down in October, Congress suspended the debt ceiling until
Feb 7. The government has cash-management tools it can use
to temporarily stave off default, but Treasury Secretary Jack Lew
has warned the government would exhaust its borrowing
capacity by late February.  

Republican lawmakers huddling at a bayside resort in
Cambridge, Maryland, said they would insist on some conces-
sions from President Barack Obama in return for raising the bor-
rowing cap. Republicans are scheduled to talk about their strat-
egy on the debt limit on Friday, the final day of their three-day
retreat. In exchange for raising the debt ceiling, they are consid-
ering asking for concessions ranging from expanded offshore
energy production to small tweaks in Obama’s healthcare law
to approval of the Keystone XL oil pipeline. In an interview on
CNN on Thursday, Ryan said Republicans see the debt limit
debate as a time to engage in a discussion on ways to rein in
long-term debt and deficits.

“We will not default on our bonds as a country,” Ryan said.
“We know that’s not a good idea, but we don’t want to let the
moment pass by without having a conversation about how can
we make some improvements so we don’t keep having these
big debt ceiling problems day after day or year after year.”

Burwell said comments from House of Representatives
Speaker John Boehner and other Republican leaders suggest
they believe that passing a debt limit increase is something that
“just has to happen.”

Even so, it was not clear how far the Republicans might push
their demands for concessions with a White House that has said
it will not negotiate over the debt-limit increase. Failure to
reach a deal until the 11th hour has spooked investors in the
past. The debt-limit fights have been costly. In 2011, the stand-
off cost the United States to lose its top-tier credit rating from
Standard and Poor’s. —Reuters

NEW YORK: Chipotle’s popularity
isn’t showing any signs of fading, and
the Mexican food chain is eyeing
whether it can raise prices later this
year without scaring off customers.
The Denver-based company said
Thursday that sales rose 9.3 percent at
established locations in the final three
months of the year. By contrast,
McDonald’s reported a decline of 1.4
percent for the period. Even
Starbucks, which has enjoyed healthy
growth, saw the figure rise by a more
modest 5 percent.

The figure is a key metric because
it strips out the volatility of newly
opened and closed locations. During
a call with analysts, Chipotle execu-
tives were noncommittal when asked
about earlier discussions of a price
hike of 3 percent to 5 percent in the
second half of the year. Although the
company is dealing with higher costs
for avocados and other ingredients,

its operating margin has improved as
a result of lower costs in other areas,
such as marketing.

When asked why Chipotle would
risk hurting its brand by raising prices
when it doesn’t need to, an executive
replied that was among the consider-
ations in deciding whether to pro-
ceed with the hike. Chipotle Mexican
Grill Inc has surged in popularity
because people see it as being a step
up from traditional fast-food chains
such as Burger King and Wendy’s. The
chain’s “Food with Integrity” slogan is
intended to underscore the higher
quality of its ingredients. In coming
weeks, Chipotle is even introducing a
series called “Farmed and Dangerous”
on Hulu that satirizes the industrial
farming system.

It’s not just the messaging over its
ingredients. Many customers simply
like that they can walk down a line
and customize the toppings they get

on their burritos, bowls or tacos. The
ability to dictate exactly what they
want is also what has helped make
Subway so popular. Looking ahead,
Chipotle says it expects sales in estab-
lished locations to rise in the low- to
mid-single digits for the year, up from
its previous forecast of growth in the
low single digits. That doesn’t factor
in potential price hikes to its menu.

Chipotle earned $79.6 million, or
$2.53 per share, for the quarter ended
in December. That’s a penny more
than analysts expected. A year earlier,
the company earned $61.4 million, or
$1.95 per share. Revenue rose to
$844.1 million, topping the $826.5
million Wall Street expected. Full-year
profit amounted to $327.4 million, or
$10.47, on revenue of $3.21 billion.
Chipotle shares gained 13 percent to
$558.50 in after-hours trading. The
stock is up about 60 percent in the
past year. —AP

Chipotle eyes price hike


